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POSTWAR LOW 


OR the first time since September 1960, real estate activity has not de- 
f creased from the previous month. The average number of voluntary real 

estate transfers per 10,000 families in the major cities of the United 
States increased slightly from 67.9 in April to 68.4 in May. This was 18.2 
percent below the long-term normal trend in April, and 17.6 percent below 
in May. The chart below shows these variations since 1945. The straight line 
marked “N” represents the average number of voluntary transfers of real es- 
tate that would normally take place each month were it possible to eliminate 
cycles. The recent lows of 18.2 and 17.6 belownormal are seen on 
this chart to be the lowest in the postwar period, and are the lowest that real 
estate activity has been since 1939. The encouraging note, however, is that 
the decline stopped last month. It is about time for us to see the beginning of 
the increase in real estate activity forecast for the last part of 1961. 


Other signs of the present weakness in the real estate market are the con- 
tinued declines in building costs and the selling price of existing real estate. 
As shown on page 344 the selling price index of an existing single-family resi- 
dence in a well-maintained neighborhood was 128.8 in April. This is down from 
128.9 in January and 130.2 in January a year ago. On page 342 we list the 
building costs of the six standard Wenzlick houses. All have decreased since 
December 1960, when we last reported these figures. The largest decline, 
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$124, has been recorded on the six-room frame house. The decreases have 
come about because of changes in the price of lumber, both finished and unfin-_ | 
ished, and tile. 





Although interest rates on mortgages and other indebtedness have fallen 
from their peaks of January 1960, none has fallen quite so far as in 1958. The 
important interest rates are charted below. The average interest rate 
on recorded mortgages in11 major cities in the United States in May fell slight- 
ly to 6.127 percent, from 6.144 percent during April. The big news about 
mortgage interest rates has been their stability in the face of the increasing 
supply of mortgage money, the decline of housing starts and real estate activi- 
ty, and the decline in other interest rates in the money market. VA-guaranteed 
mortgages have maintained their maximum of 5-1/4 percent. The maximum 
rate on FHA-insured mortgages, however, has been reduced by two successive 
drops from 5-3/4 percent to 5-1/4 percent. The new rate applies to all appli- 
cations for home mortgage insurance received by FHA on or after May 29, 
1961. It does not apply to outstanding commitments or to applications received 
before that date. With mortgage market interest rates over 6 percent, the 
major influence will be to shift funds to more profitable investments. On the 
other hand, the supply of mortgage money is ample, so much so that this may 
bring interest rates down some more. 
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(cont. on page 343) 
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INCREASES IN BUILDING COSTS SINCE 1939 


St. Louis 
June 1961 
SIX-ROOM BRICK HOUSE (FRAME INTERIOR)* 
Content: 23,100 cubic feet 
1,520 square feet 
yst 1939: $ 6,400 
7.7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $20, 781 
(90. 0¢ per cubic foot; $13.67 per square foot) 
INCREASE OVER 1939 = 224. 7% 





FIV E-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 








1,165 square feet | 

Cost 1939: $ 5,440 | 

(21.8¢ per cubic foot; $ 4.67 per square foot) ; 

Cost today: $17,547 
(70. 4¢ per cubic foot; $15.06 per square foot) 

INCREASE OVER 1939 = 222.6% 

: 

| 

SIX-ROOM FRAME HOUSE* i 

Content: 24,288 cubic feet i 

1,650 square feet i 


st 1939: $ 5,671 

(23. 4¢ per cubic foot; $ 3.44 per square foot) 

st today: $19, 341 ' 

(79.6¢ per cubic foot; $11.72 per square foot) 
INCREASE OVER 1939 = 241.1% 





ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 
Cost 1939: $ 3,392 
O¢ per cubic foot; $ 3.42 per square foot) 
t today: $11, 043 
(91.1¢ per cubic foot; $11.13 per square foot) 
INCREASE OVER 1939 = 225.6% 


STANDARD BRICK RANCH HOUSE 
Content: 16,250 cubic feet 
840 square feet 

Attached garage - 200 square feet 
Without garage - $13,710 

84.4¢ per cubic foot; $16.32 per square foot 
Garage - $1,059 

($5.30 per square foot) 


CONTEMPORARY FRAME RANCH HOUSE 

(Dry Wall) 
Yontent: 12,285 cubic feet 

1,170 square feet 
-arport - 320 square feet 
Without carport - $14, 168 
$1.15 per cubic foot; $12.11 per square foot) 

Carport - $665 


($2.08 per square foot) 


*Costs include full basement. 


























(cont. from page 339) 

After continuously increasing throughout 1960, the cost of living reached 193.7 
in December. With an insignificant drop to 193.5 in January, the index then 
returned to 193.7 in February and has remained there through April. As this 
was being written, it was reported that the index of the cost of living decreased 
slightly again in May. The two items that have increased in cost the most since 
1921-38 are food and miscellaneous items, which include medical and other 
service expenses. Food, clothing, utilities, and housefurnishing costs have 
steadied in 1961. Rents maintain their climb, as do the miscellaneous items. 
Wages are now 347 percent of their 1921-38 average. This shows that not all 
the wage increases have been eaten up by increases in costs. Wages have in- 
creased by about 150 percentage points more than the cost of living. 


Itis now clear that a very liberal omnibus housing bill is going to be passed 
into law, probably by the time you receive this bulletin. Some of the main 
provisions are as follows: 


Long-term, low-interest 100 percent loans for rental and cooperative 
housing projects containing five or more dwelling units. The interest rate 
would be established at the discretion of the FHA Commissioner belowthe mar- 
ket rate, but not lower than 3-1/8 percent. 


FHA may insure mortgages on low-cost housing under anew program. A 
small downpayment is required and the maximum term of the loan is 35 years. 
An indirect subsidy for both of these programs is a $1.5 billion authoriza- 
tion for FNMA to purchase under special assistance those mortgages that pri- 


vate lenders do not accept 


Regular FHA-insured mortgage downpayments will be eased again. The 
new version requires 3 percent down on the first $15, 000 valuation of the house, 
10 percent on the next $5,000, and 25 percent on all over $20,000. The maxi- 
mum mortgage has been raised to $25, 000. 

Several billion dollars have been allocated for urban renewal and slum 
clearance grants, college dormitory loans, community facilities programs, and 


mass transit systems. 


What does this mean to you? If you are inappraising, there will bea 
steady flow of urban renewal projects to keep you busy. If you are in con- 
struction, there will be a steady flow of college dormitories, community facil- 
ities, housing for the elderly, public housing, and other public buildings to be 
built. Except for some provisions for rehabilitation loans, the mortgage lend- 
er doesn’t seem to profit much from the current bill. All this may be, but 
it is hard to see how inflation can be stemmed with such increased Government 
expenditures coming just as business is about to recover on its own. 
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ROY WENZLICK INDICATORS OF THE REAL ESTATE MARKET 


REAL ESTATE ACTIVITY MORTGAGE ACTIVITY 
Number of Voluntary Number of 
Real Estate Transfers Mortgages Recorded 
per 10,000 Families per 10,000 Families 
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REAL ESTATE SELLING PRICE RESIDENTIAL RENTS 


Index: 1947-49 = 10 Index: 1921-38 = 100 
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COST - TWO-STORY AVERAGE INTEREST RATE 
SIX-ROOM FRAME HOUSE Recorded Mortgages in 


(St. Louis) 11 Major Cities of the United States 
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